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Title  24 — Department  of  Housing  and 
.  Urban  Development 

CHAPTER  II— OFFICE  OF  ASSISTANT  SEC¬ 
RETARY  FOR  HOUSING— FEDERAL 
HOUSING  COMMISSIONER,  DEPART¬ 
MENT  OF  HOUSING  AND  URBAN  DE¬ 
VELOPMENT 

[Docket  No.  R- 77-473] 

CHANGES  IN  MAXIMUM  MORTGAGE 
AMOUNTS:  MINIMUM  DOWNPAYMENT 
REQUIREMENTS:  MORTGAGE  INSUR¬ 
ANCE  PREMIUMS:  MORTGAGE  INSUR¬ 
ANCE  UNDER  SECTION  203(o)  OF  NA¬ 
TIONAL  HOUSING  ACT 

AGEJNCY:  Office  of  the 'Assistant  Sec¬ 
retary  for  Housing — Federal  Housing 
Commissioner,  Department  of  Housing 
and  Urban  Development. 

ACTION:  Final  rule. 

SUMMARY:  These  regulations  increase 
the  maximum  mortgage  amounts  and 
decrease  the  minimum  downpayment 
requirements  imder  sections  203(b)  (2) , 
220(d)  (3)  (A),  221(d)  (2)  (A),  222(b)(3), 
234(c),  235,  and  245  of  the  National 
Housing  Act;  increase  the  maximum 
mortgage  amount  under  section  203(1) 
of  the  National  Housing  Act,  establish 
the  requirements  for  the  insurance  of 
mortgages  imder  section  203  (o)  of  the 
National  Housing  Act  and  increase  the 
amount  of  the  mortgage  insurance  pre¬ 
miums  on  certain  types  of  single  family 
insured  mortgages. 

EFFECTIVE  DATE :  November  2, 1977. 

FOR  FURTHER  INFORMATION  CON- 
TACTT: 

William  A.  Rolfe,  Director,  Single 
Family  Mortgage  Insurance  Division, 
Office  of  Insured  and  Direct  Loan 
Programs,  Department  of  Housing  and 
Urban  Development,  Washington,  D.C. 
20410, 202-426-8914. 

SUPPLEMENTARY  INFORMATION: 
The  following  amendments  are  being 
made  to  this  chapter  to  increase  the 
maximum  mortgage  amounts  and  to  de¬ 
crease  the  riiinimum  downpayment  re¬ 
quirements  under  sections  203(b)(2), 
220(d)(3)(A),  221(d)(2)(A),  222(b)(3), 
234(c),  235,  and  245  of  the  National 
Housing  Act;  to  increase  the  maximum 
mortgage  amount  under  section  203 (i) 
of  the  National  Housing  Act;  to  estab¬ 
lish  the  requirements  for  the  insurance 
of  mortgages  under  section  203  (o)  of  the 
National  Housing  Act  and  to  increase 
the  mortgage  insurance  premiums 
charged  on  certain  types  of  single  family 
insured  mortgages.  The  Secretary  has 
determined  that  such  amendments  are 
necessary  to  comply  with  the  purposes 
and  intent  of  the  Housing  and  Commu¬ 
nity  Development  Act  of  1977,  in  accord¬ 
ance  with  her  authority  contained  in  12 
U.S.C.  1715(b),  The  Secretary  has, 
therefore,  determined  that  advance 
notice  and  public  procedure  are  unneces¬ 
sary  and  that  said  cause  exists  for  mak¬ 
ing  this  amendment  effective  November 
1,  1977. 


A  Finding  of  Inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  copy  of  this 
Finding  of  Inapplicability  will  be  avail¬ 
able  for  public  inspection  during  regular 
business  hours  in  the  Office  of  the  Rules 
Docket  Clerk,  Office  of  the  Secretary, 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  7th  Street,  SW., 
Washington,  D.C.  20410. 

Note. — It  is  hereby  certified  that  the  eco¬ 
nomic  and  inflationary  impacts  oX  these 
amendments  have  been  carefully  evaluated 
in  accordance  with  Executive  Order  11821. 

Accordingly,  the  Secretary  of  Housing 
and  Urban  Development  amends  Chap¬ 
ter  II  of  24  CFR  as  follows: 

PART  203 — MUTUAL  MORTGAGE  INSUR¬ 
ANCE  AND  INSURED  HOME  IMPROVE¬ 
MENT  LOANS 

Subpart  A — Eligibility  Requirements 

In  §  203.18,  paragraph  (a)  (1),  (2). 
and  (3)  and  ((i)(l)  are  revised  to  read 
as  follows: 

§  203.18  Maxiniuni  mortgage  amounts, 

(a)  Occupant  Mortgagors.  •  *  • 

(1)  Dollar  limitation.  A  dollar  limita¬ 
tion  of: 

<i)  $60,000  for  a  one-family  residence. 

(ii)  $65,000  for  a  two-family  resi¬ 
dence. 

(iii)  $65,000  for  a  three-family  resi¬ 
dence. 

(iv)  $75,000  for  a  four-family  resi¬ 
dence. 

(2)  Loan-to-value  limitation — approv¬ 
al  prior  to  construction.  •  *  * 

(ii)  95  percent  of  such  value  in  excess 
of  $25,000. 

(3)  Loan-to-value  limitation — no  pri¬ 
or  approval.  A  loan-to-value  limitation 
of  90  percent  of  the  entire  appraised 
value  of  the  property,  as  of  the  date 
the  mortgage  is  accepted  for  insurances 
if  the  dwelling  does  not  meet  the  re¬ 
quirements  in  the  Introductory  text  of 
paragraph  (a)  (2)  of  this  section. 

«  «  •  ♦  • 

(d)  Outlying  area  properties.  *  *  * 

( 1 )  75  percent  of  the  limit  on  the  prin¬ 
cipal  obligation  applicable  to  a  one-fam¬ 
ily  I'esidence  under  §  203.18(a)(1). 

*  •  *  •  « 

In  §  203.28  add  a  new  paragraph  (e) 
as  follows: 

§  203.28  Economic  soundness  of  proj- 
eels. 

♦  «  •  •  ♦ 

(e)  To  a  mortgage  in  a  federally  im¬ 
pacted  area  described  in  §  203.43e. 

After  §  203.43c,  a  new  §  203.43d  is  add¬ 
ed  to  read  as  follows: 

§  203.43d  Eligibility  of  mortgages  in 
certain  communities. 

Notwithstanding  any  other  require¬ 
ments  of  this  subpart,  a  mortgage  cover¬ 
ing  a  1-4  family  property  occupied  by  the 
owner  shall  be  eligible  for  insurance  If 
the  following  requirements  are  met: 


(a)  The  property  is  located  in  a  com¬ 
munity  where  the  Secretary  determines 
that: 

(1)  Temporary  adverse  economic  con¬ 
ditions  exist  throughout  the  commimity 
as  a  direct  and  primary  result  of  out¬ 
standing  claims  to  ownership  of  land  in 
the  cemamunity  by  an  American  Indian 
tribe,  band,  or  Nation; 

(2)  Such  ownership  claims  are  rea¬ 
sonably  likely  to  be  settled,  by  court  ac¬ 
tion  or  otherwise; 

(3)  As  a  (toect  result  of  the  commu¬ 
nity’s  temporarily  impaired  economic 
conditiem,  owner  occupants  of  homes  in 
the  community  have  been  involuntarily 
unemployed  or  underemployed  and  have 
thus  incurred  substantial  reductions  in 
inccane  which  significantly  impair  their 
ability  to  continue  timely  payment  of 
their  mmlgages; 

(4)  As  a  result,  widespread  mortgage 
foreclosures  and  distress  sales  of  homes 
are  likely  in  the  community;  and 

(5)  Fifty  or  more  individuals  were 
joined  as  parties  defendant  or  were  mem¬ 
bers  of  a  defendant  class  prior  to  Decem¬ 
ber  31,  1976  in  litigation  involving  claims 
to  ownership  of  land  in  the  community 
by  an  American  Indian  tribe,  band  or 
Nation. 

(b)  The  mortg^or,  as  a  direct  result 
of  the  community’s  temporarily  im¬ 
paired  economic  condition,  has  been  in- 
vohmtarily  vmemployed  or  underem¬ 
ployed  and  has  thus  incurred  a  substan¬ 
tial  reduction  in  income  which  signifi¬ 
cantly  impairs  the  owners  ability  to  con¬ 
tinue  timely  payment  of  the  mortgage. 

(c)  The  mortgagee  certifies  that  the 
security  instrument  has  been  recorded 
and  is  a  good  and  valid  first  lien  on  the 
property  except  for  the  claims  specified 
in  paragraph  (a)(1)  of  this  section. 

(d)  The  mortgagee  agrees  upon  insur¬ 
ance  of  the  mortgage  to  assign  such 
mortgage  to  the  Secretary  within  30  days 
from  the  date  of  the  Issuance  of  the  in¬ 
surance  certificate  and  if  such  assign¬ 
ment  does  not  take  place,  the  contract 
of  insurance  is  terminated  and  becomes 
null  and  void. 

(e)  Any  individual,  organization,  in¬ 
stitution  or  governmental .  agency  shall 
be  considered  a  mortgagee  for  the  pur¬ 
poses  of  this  section. 

(f)  Mortgages  complying  with  the  re- 
qviirements  of  this  section  shall  be  in¬ 
sured  under  this  subpart  pursuant  to 
Section  203  (o)  of  the  National  Housing 
Act.  Such  mortgages  shall  be  Insured  un¬ 
der  and  be  the  obligation  of  the  Special 
Risk  Insurance  Fund. 

(g)  The  mortgage  was  executed  and 
filed  for  record  on  or  before  October  12, 
1977. 

Add  a  new  §  203. 43e  as  follows: 

§  203.43e  Eligibility  of  mortgages  cov¬ 
ering  bouses  in  Federally  impacted 
areas. 

(a)  A  mortgage  executed  in  connec- 
ti<m  with  the  construction,  repair,  reha¬ 
bilitation  or  purchase  of  property  lo¬ 
cated  near  any  installation  of  the  Armed 
Forces  bf  the  United  States  In  federally 
impacted  areas  diall  be  eligible  for  insur- 
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ance  pursuant  to  this  part  If  the  Secre¬ 
tary  finds  the  following  additional  re¬ 
quirements  are  met; 

(1)  The  benefits  to  be  derived  fr<Mn 
such  use  outweigh  the  risk  of  probable 
cost  to  the  Government;  and 

(2)  The  Secretary  of  Defense  certifies 
that  there  is  no  intention  to  curtail  sub¬ 
stantially  the  personnel  assigned  or  to 
be  assigned  to  such  installation. 

(b)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  be  in¬ 
sured  under  this  subpart  piirsuant  to 
section  238(c)  of  the  National  Housing 
Act.  Such  mortgages  shall  be  Insured  un¬ 
der  and  be  the  obligation  of  the  Special 
Risk  Insurance  Pimd. 

Paragraph  (b)  of  §  283.45  is  amended 
to  read  as  follows: 

S  203.45  Eligibility  of  graduated  pay¬ 
ment  mortgages. 

•  •  •  •  • 

(b)  The  mortgage  amount  shall  not 
exceed  the  lesser  of : 

(1)  The  limits  prescribed  by  §§  203.18 

(a)  and  203.18(b)  or, 

(2)  An  amount  which,  when  added  to 
all  accrued  mortgage  interest  which  will 
be  impaid  pursuant  to  a  financing  plan 
approved  by  the  Secretary,  shall  not  ex¬ 
ceed  97  percent  of  the  appraised  value  of 
the  property  covered  by  the  mortgage  as 
of  the  date  the  mortgage  is  accepted  for 
insurance.  However,  if  the  mortgagor  is 
a  veteran,  the  mortgage  amoimt,  when 
added  to  all  accrued  mortgage  interest 
which  will  be  unpaid  pursuant  to  a  fi¬ 
nancing  plan  approved  by  the  Secretary, 
diall  not  exceed  the  applicable  limits 
prescribed  for  veterans  in  9  203.18(a). 

•  •  •  •  • 
Subpart  B — Contract  R'^hts  and 
Obligations 

Add  a  new  9  203.279  as  follows: 

§  203.279  MIP  in  Federally  Imparted 
Areas. 

All  of  the  provisions  of  99  203.265, 
203.268,  and  203.275  shall  apply  to  mort¬ 
gages  meeting  the  eligibility  require¬ 
ments  of  9  203. 43e  except  that  the 
amount  of  the  premiums  specified  there¬ 
in  shall  be  calculated  on  the  basis  of  one 
percent  in  lieu  of  Vi  percent. 

Section  203.351(c)  is  amended  to  read 
as  follows: 

§  203.351  Application  for  insurance 
benefits  and  fiscal  data. 

•  *  *  «  • 

(c)  Title  evidence  for  mortgages  in¬ 
sured  under  9  203.43d  as  set  forth  in 
9  203.385  shall  accompany  the  applica¬ 
tion  for  insurance  benefits. 

Section  203.436  and  the  centered  cap¬ 
tion  preceding  it  which  were  added  on 
August  10,  1977  is  redesignated  as 
§  203.437  as  follows: 

Cooperative  Unit  Mortgages 
§  203.137  Mortgages  involving  a  dwell¬ 
ing  unit  in  a  cooperative  housing 
development  [Redesignated  frmn 
§  203.436] 


PART  220— URBAN  RENEWAL  MORT¬ 
GAGE  INSURANCE  AND  INSURED  IM¬ 
PROVEMENT  LOANS 

Subpart  A — Eligibility  Requirements — 
Homes 

Section  220.25  is  revised  to  read  as  fol¬ 
lows: 

§  220.25  Maximum  mortgage  amounts^ 
dollar  limitation. 

Depending  upon  the  design  of  the 
structure,  a  mortgage  shall  not  exceed 
the  lesser  of  the  following: 

(a)  $60,000  for  a  one-family  residence. 

(b)  $65,000  for  a  two-family  residence. 

(c)  $65,000  for  a  three-family  resi¬ 
dence. 

(d)  $75,000  for  a  four-family  residence. 

(e)  $75,000  plus  not  to  exceed  $7,700 
for  each  additional  family  unit  in  excess 
of  four. 

Section  220.30(a)  (1)  (ii) ,  (2),  (3)  (u) 
and  (4)  are  amended  to  read  as  follows: 

§  220.30  Maximum  mortgage  amounts— 
loan-to-value  limitation. 

(a)  Occupant  mortgagors.  A  mortgage 
executed  by  a  mortgagor  who  is  an  occu¬ 
pant  of  the  property  shall  not  exceed  the 
following: 

(!)•*• 

(1)  *  •  • 

(ii)  95  percent  of  such  estimate  in  ex¬ 
cess  of  $25,000. 

(2)  New  construction — no  prior  ap¬ 
proval.  If  ttie  mortgage  covers  a  new 
dwelling  under  construction  which  Is  ap¬ 
proved  for  mortgage  insurance  after  the 
beginning  of  construction,  90  percent  of 
the  Commissioner’s  estimate  of  the  re¬ 
placement  cost  of  the  property  as  of  the 
date  the  mortgage  is  accepted  for  insur¬ 
ance. 

(3)  •  *  • 

(i)  *  •  • 

(ii)  95  percent  of  such  estimate  in  ex¬ 
cess  of  $25,000. 

(4)  Existing  construction — no  prior 
approval.  If  the  mortgage  covers  an  ex¬ 
isting  dwelling  which  was  not  approved 
for  mortgage  insiutince  prior  to  the  be¬ 
ginning  of  construction  and  the  con¬ 
struction  of  which  has  been  completed 
less  than  one  year,  90  percent  of  the  sum 
of  the  Cmnmissioner’s  estimate  of  the 
cost  of  repair  or  rehaiblitation  added  to 
the  Commissioner’s  estimate  of  the  value 
of  the  property  before  rehaiblitation. 

•  *  •  •  « 


PART  221— LOW  COST  AND  MODERATE 
INCOME  MORTGAGE  INSURANCE 
Subpart  A — Eligibility  Requirements — Low 
Cost  Homes 

Section  221.10  is  revised  to  read  as 
follows: 

§  221.10  Maxiinuiii  mortgage  amount— 
dollar  limitation. 

A  mortgage  executed  by  a  mortgagor 
who  is  an  occupant  of  the  property  shall 
not  exceed: 

(a)  $31,000  for  a  one-family  residence, 
except  that  such  amotmt  may  be  in¬ 
creased  to  $36,000  in  the  case  of  a  family 
with  five  or  more  persems. 

(b)  $35,000  for  a  two-family  residence. 

(c)  $48,600  for  a  three-family  resi¬ 
dence. 


(d)  $59,400  for  a  four-family  residence. 

Section  221.11  (a)  through  (d)  is  re¬ 
vised  to  read  as  follows: 

§  221.11  Increased  mortgage  amount- 
high  cost  areas. 

*  *  «  ♦  * 

(a)  $36,000  for  a  one-family  residence, 
except  that  such  amount  may  be  in¬ 
creased  to  $42,000  in  the  case  of  a  family 
with  five  or  more  persons. 

(b)  $45,000  for  a  two-family  residence. 

(c)  $57,600  for  a  three-family  resi¬ 
dence. 

(d)  $68,400  for  a  four-family  residence. 
Section  221.50(b)  (1)  (ii)  and  (2)  are 

revised  to  read  as  follows: 

§  221.50  Mortgagor's  minimum  invest¬ 
ment. 

*  «  «  #  « 

(b)  *  *  * 

(1)  *  *  * 

(1)  *  *  * 

(ii)  95  percent  of  such  value  in  excess 
of  $25,000. 

(2)  Loan  to  value  limitation-no  prior 
approval.  A  loan-to-value  limitation  of 
90  percent  of  the  appraised  value  of  the 
property  as  of  the  date  the  mortgage  is 
accepted  for  insurance  is  required  if  the 
dwelling  does  not  meet  the  requirements 
contained  in  paragraph  (b)(1)  of  this 
section. 

•  *  •  ^  • 


PART  222— SERVICEMEN’S  MORTGAGE 
INSURANCE 

Subpart  A — ^□igibility  Requirements 

Section  222.3  is  revised  to  read  as 
follows; 

§  222.3  Maximum  mortgage  amount; 
dollar  limitation. 

The  mortgage  shall  involve  a  principal 
obligation  in  an  amount  not  in  excess  of 
$60,000,  except  that  a  mortgage  meet¬ 
ing  the  requirements  of  99  203.18(d). 
221.10,  or  9  221.11  of  this  chapter  shaU 
not  exceed  the  dollar  limitation  provided 
in  the  applicable  section. 

In  9  222.4,  paragraphs  (a)  and  (b)  are 
revised  to  read  as  follows : 

§  222.4  Maximum  mortgage  amount: 
Ratio  of  loan-to-value  limitation. 

*  •  •  •  • 

(a)  97  percent  of  the  first  $25,000  of 
the  appraised  value  of  the  property,  as 
of  the  date  the  mortgage  is  accepted  for 
insurance,  and  95  percent  of  such  value 
in  excess  of  $25,000,  if : 

*-•*** 

(b)  90  percent  of  the  entire  appraised 
value  of  the  property,  as  of  the  date  the 
mortgage  is  accepted  for  insurance,  if 
the  dwelling  does  not  meet  the  require¬ 
ments  of  paragraph  (a)  of  this  section. 

•  *  *  •  • 

PART  234 — CONDOMINIUM  OWNERSHIP 
MORTGAGE  INSURANCE 

Subpart  A — Eligibility  Requirements — 
Individually  Owned  Units 

In  9  234.27,  paragraidi  (a)  (1)  and  (2) 
are  revised  to  read  as  follows: 
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§  234.27  Maximum  murigage  amounts. 

<a)  Occupant  mortgagors.  *  *  • 

(1)  $60,000. 

(2)  97  percent  of  the  first  $25,000  of 
the  Commissioner’s  estimate  of  appraised 
value  of  the  family  unit,  as  of  the  date 
the  mortgage  is  accepted  for  insurance, 
and  95  jiercent  of  such  value  in  excess  of 
$25,000. 

Add  a  new  §  234.69  as  follows: 

§  234.69  Eligibility  of  mortgages  cover¬ 
ing  houses  in  federally  impacted 
areas. 

(a)  A  mortgage  executed  in  connection 
with  the  construction,  repair,  rehabilita¬ 
tion  or  purchase  of  property  located  near 
any  installation  of  the  Armed  Forces  of 
the  United  States  in  federally  impacted 
areas  shall  be  eligible  for  insurance  pur¬ 
suant  to  this  part  if  the  Secretary  tods 
the  following  additional  requirements  are 
met: 

(1)  The  benefits  to  be  derived  from 
such  use  outweigh  the  risk  of  probable 
cost  to  the  Government;  and 

(2)  The  Secretary  of  Defense  certifies 
that  there  is  no  intention  to  curtail  sub¬ 
stantially  the  personnel  assigned  or  to 
be  assigned  to  such  installation. 

(b)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  he  in¬ 
sured  under  this  subpart  pursuant  to 
Section  238(c)  of  the  National  Housing 
Act.  Such  mortgages  shall  be  insured 
under  and  be  the  obligation  of  the  Special 
Risk  Insurance  Fund. 

Paragraph  (b)  of  S  234.75  is  revised 
to  read  as  follows: 

§  234.75  Eligibility  of  graduated  pay¬ 
ment  mortgages. 

*  A  •  #  * 

(b)  The  mortgage  amount  shall  not 
exceed  the  lesser  of 

(1)  The  limits  prescribed  in  §§  234.27 
(a)  and  234.27(c)  or 

(2)  An  amount  which,  when  added  to 
all  accrued  mortgage  interest  which  will 
be  unpaid  pursuant  to  a  financing  plan 
approved  by  the  Secretary,  shall  not  ex¬ 
ceed  97  percent  of  the  appraised  value 
of  the  pr<H>erty  covered  by  the  mortgage 
as  of  the  date  the  mortgage  is  acc^ted 
for  insurance. 

•  *  «  «  * 


PART  235— MORTGAGE  INSURANCE  AND 
ASSISTANCE  PAYMENTS  FOR  HOME 
OWNERSHIP  AND  PROJECT  REHABILI¬ 
TATION 

Subpart  A — Eligibility  Requirements — 
Homes  for  Lower  Income  Families_ 

In  §  235.2  paragraph  (d)  is  revised  to 
read  as  follows: 

§  235.2  Basic  program  outline. 

«  «  *  •  4  . 

(d)  The  mortgagor  must  have  paid 
In  cash  or  its  equivalent  at  least  3  per¬ 
cent  of  the  first  $25,000  of  acquisition 
cost  plus  5  percent  of  the  acquisition 
cost  in  excess  of  $25,000. 

•  •  •  •  # 

Section  235.25  (a)(1)  and  (b)  are  re¬ 
vised  to  read  as  ftdlows: 


§  235.25  Maximum  mmugagg  amouaft. 

(a)  A  mortgage  idudl  sot  exceed  the 
following: 

(1)  $32,000  for  a  sisgle-fsunily  dwel¬ 
ling  or  a  one-fandly  unit  In  a  condo¬ 
minium  project,  except  that  such  amount 
may  be  increased  to  $38,000  in  the  case 
of  a  family  with  five  or  more  persons 
in  accordance  with  pcuagrai^  (b)  of  this 
section, 

*  •  •  •  • 

(b)  Where  a  family  of  five  or  more 
persons  requires  a  minimum  of  four  bed¬ 
rooms  and  it  is  found  that  adequate 
housing  within  the  basic  mortgage 
limits  is  not  available  in  the  area,  the 
Secretary  may  approve  an  additional 
mortgage  amount,  up  to  $6,000,  where 
value  supports  the  higher  amount.  The 
property  must  contain  four  or  more  bed¬ 
rooms  complying  with  applicable  HUD 
standards  for  bedrooms.  Partially 
finished  attic  or  basement  space,  large 
closets  and  other  enclosed  area  shall 
not  be  counted  as  bedrooms.  In  addition, 
the  property  must  meet  other  applicable 
imderwriting  standards. 

A  •  •  •  • 

In  §  235.30,  paragraph  (a)  is  revised 
to  read  as  follows: 

§  235.30  Increased  maximum  mortgage 
amount— high  cost  areas. 

*  «  •  •  « 

(a)  $38,000  for  a  single-family  dwell¬ 
ing  or  a  one-famUy  unit  In  a  condo- 
minitim  project,  except  that  such  amount 
may  be  Increased  to  $44,000  In  the  case 
of  a  family  with  five  or  more  persons 
where  the  conditions  set  forth  in  §  234.25 
(b)  are  met. 

«  •  •  •  A 

In  §  235.35  paragraph  (b)  is  revised  to 
read  as  follows: 

§  235.35  Mortgagor's  investment. 

*  *  «  •  • 

(b)  The  mortgagor  shall  have  paid,  at 
the  time  the  mortgage  is  insured,  on'  ac¬ 
count  of  the  property,  in  cash  or  Its 
equivalent,  at  least  3  percent  of  the  first 
$25,000  of  the  SecretaiT’s  estimate  of  the 
cost  of  acquisition  plus  5  percent  of  such 
estimate  in  excess  of  $25,000. 

*  •  •  •  • 

Section  235.37  is  amended  to  read  as 
follows: 

§  235.37  Limitation  on  concentration  of 
linil.s  in  a  subdivision. 

No  mortgage  shall  be  Insured  on  a  unit 
in  a  subdivision  which  when  added  to  any 
other  mortgages  insured  under  this  sec¬ 
tion  in  the  subdivision  after  October  12, 
1977,  represents  more  than  40  percentum 
of  the  total  number  of  units  in  the  sub¬ 
division,  except  that  the  preceding  limi¬ 
tation  shall  not  apply  with  regard  to  any 
rehabilitated  irnit,  or  to  any  imit  or  sub¬ 
division  located  or  to  be  located  in  an 
established  urban  neighborhood  or  area, 
where  a  sound  proposal  is  involved  and 
where  an  aggregation  of  subsidised  units 
is  essential  to  a  community  sponsored 
overall  redevelopment  plan,  as  deter¬ 
mined  by  the  Secretary. 


Stthpai%e — AiiirtsnM  Pqywifcs — Homes 
to*  Lower  Income  Families 

Section  235.325  is  revised  to  read  as 
follows: 

§  235.325  Qualified  Cooperative  Mem¬ 
bers. 

(a)  A  member  of  a  cooperative  asso¬ 
ciation  which  operates  a  housing  inroject 
which  has  been  constructed  or  substan¬ 
tially  rehabilitated  not  more  than  two 
years  prior  to  the  filing  of  the  applica¬ 
tion  for  assistance  payments  and  which 
is  financed  with  a  mortgage  insured 
under  §|  213.1  through  213.280  of  this 
chapter  or  §§  221.502  through  221.790  of 
this  chapter  ptirsuant  to  Section  221(d) 

(3)  of  the  National  Housing  Act.  The 
dwelling  imit  occupied  by  the  cooperative 
member  shall  have  had  no  previous  occu¬ 
pant. 

(b)  A  member  of  a  coopwative  associ- 
atimi  which  operates  an  existing  housing 
project  financed  with  a  mortgage  insured 
imder  §§  213.1  through  213.280  of  this 
chapter  or  S§  221.502  through  221.790  of 
this  chapter  pursuant  to  section  221(d) 

(3)  of  the  National  Housing  Act,  if  such 
member  has  acquired  m^bership  and 
occupancy  rights  from  one  who  was  re¬ 
ceiving  assistance  payments. 

(c)  A  member  of  a  cooperative  asso- 
ciatimi  which  operates  an  existing  hous¬ 
ing  project  financed  with  a  mortgage  in¬ 
sured  under  SI  213.1  through  213.280  of 
this  chapter  or  §§  221.502  through  221.790 
of  this  chapter  pursuant  to  section  221 

(d)  (3)  of  the  National  Housing  Act,  if 
such  member  meets  wie  of  the  following 
qualifications: 

(1)  The  member  shall  qualify  as  a  dis¬ 
placed  family. 

(2)  Hie  member’s  family  shall  include 
five  or  more  minor  persons. 

(3)  The  member’s  family  shall  have 
been  occupying  low  Income  public  hous¬ 
ing  at  tile  time  the  application  for  as¬ 
sistance  payments  is  fil^. 

(d)  A  member  of  a  cooperative  associ¬ 
ation  which  operates  a  housing  project 
which  is  financed  under  a  State  or  local 
program  providing  assistance  through 
loans,  loan  insurance  or  tea  abatements, 
and  which  prior  to  completion  of  con¬ 
struction  or  rehabilitation  is  approved 
for  receiving  the  benefits  of  this  section. 

Section  235.330  is  revised  to  read  as 
follows: 

§  235.330  Cooperative  unit  eligible  for 
assistance  payments. 

The  maximum  amoimt  of  the  mortgage 
attributed  to  the  dwelling  imit  of  the 
cooperative  member  shall  not  exceed 
$32,000,  except  that  such  amount  may  be 
Increas^  to  $38,000  in  the  case  of  a  fam¬ 
ily  of  five  or  more  persons.  These 
amounts  may  be  increased  to  $38,000  and 
$44,000,  respective,  in  any  geographi¬ 
cal  area  where  the  Secretary  finds  cost 
levels  so  require. 

(Sec.  7(d),  Department  of  Housing  and 
Urban  Development  Act  (42  U.S.C.  3535(d) ) .) 

Issued  at  Washington,  D.C.,  October 
26,  1977. 

Lawrence  B.  Simons, 
Assistant  Secretary  for  Rousing, 
FedepfR  Hrmsinff  Ctjmmissioner. 
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